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PART I

INTRODUCTION
Nature of the problem.

Most farmers borrow money

at some time to buy land, machinery and equipment, pay
operating costs, engage in cooperative ventures or buy
consumer goods.

A thorough knowledge of the role of

credit is essential to a sound farm operation.

Credit

is "the ability to command the goods or service of another
in return for a promise to pay for such goods or services
at some specified time in the future."

1

Information con-

tained in this study is directed toward an understanding
of credit practices used by Negro farm families of
Shelby County in pursuance of their farming operations and
to determine the effect of these practices on farm income.
"Financial advancement by any farmer is influenced by
his policy in regard to loans .

Undesirable credit prac-

tices are as dangerous as undesirable practices with
crop and livestock production." 2
Scope o f ~ problem.

This study is limited to

Negro farm families living and operating farms in Shelby
1 Farm Credit Administration, American Institute

Qi Banking , New York, 1934, p. 402.
•

2 Lynn S. Robertson and Ralph H. Woods Farm
Business Management, J.B. Lippincott Co., 194b,
PP•

284-285 .

2

County.

In this report, a brief description of the natural

and human resources of the county is given in order
to establish a background of the area covered.
A description is also given of the established
credit institutions in the county, both government
sponsored and private sources and their policies regarding credit to farm families.
Purpose.

It is the purpose of this study to

determine the use made of credit resources in Shelby
County by Negro farm families in carrying out their
farming operations and to develop an understanding of
the credit policies of established credit institutions
in the county regarding the type of loans available to
farmers, interest rates charged, length of loans, and
repayment schedules.

It is further desired, that this

study will help farm families in planning adequately
their credit needs on a sound basis.
Hypothesis.

Negro farm families in Shelby

County generally fail to use adequate amounts of credit
in carrying out their farming operations .

This lack of

wise and full use of available credit facilities keeps
farm income at a low level and definitely hampers many
farm operations that would otherwise prove profitable if
properly and adequately financed.

3
Low income among Negro farm families in Shelby
County is traceable in a large part to improper use of
credit resources.

In many instances sufficient credit

properly used would provide for greater efficiency in
farm operation.

In most cases, capital is needed in the

form of credit to expand or intensify the farm business.
Significance o f ~ problem.

I.

w.

Duggan and

Ralph U. Battles, in their book entitled, "Financing the
Farm Business," say:

"To be used profitably, credit should

be obtained fro purposes and in amounts that will accomplish specific objectives."3

The contents of this study

are aimed at an evaluation of the credit practices used
by Negro farm families in relation to established credit
policies of lending agencies in Shelby County.
Agriculture has basic needs for credit which differ
from the loan requirements of commerce and industry.
The divergence in the credit needs of farming and industry is founded on fundarmntal differences in the
setup and management of the businesses. Agriculture on
the one hand is characterized by small units, individual
ownership, seasonal and cyclical operation, slow turnover and low returns, and slow adjustments of production.
In commerce and industry, on the other hand, we expect
to find large units, corporate owner-ship, possible
continuous operation, quick turnover and large returns,
comparatively ready adjustments of volume of production
to effective market denands.4

3 I. W. Duggan and Ralph u. Battles, Financing the
Farm Business , New York, John Wiley and Sons, Inc., 1950, p. 4.
4 James L. Robinson, Farmers Need Snecial Credit
Facilities, Farm Credit Administration, US A, Washington,
April 1940, pp. 1-2.

4

Certain fixed or natural factors that characterize
agriculture and have a definite effect on credit use are:
(1) seasonality of farm production, (2} the length of the
growing period of crops and livestock, (3) the size of the
farm business, (4) individual ownership of farms, (5) the
sale value of f arm land, and (6) natural phenomena such
as rain, drought, flood, frost, wind, disease, sterile
seed, and insect pests of crops and livestock.
In a summation of the signific~nce of some of
these factors on credit used by farmers, James L. Robinson
in a bulletin entitled, "Farmers Need Special Credit
Facilities," st.ates:
The seasonality of most farm production results in
a need for larger amounts of operating funds at certain
times of the year. Even farmers with adeauate capital
usually find it profitable to use credit at such
seasons. Consequently, the volume of loans made by
financing institutions serving farmers fluctuates
violently. Such business does not fit well into the
operations of credit institutions depending largely
on deposit funds.
The length of the growing period for crops and
livestock determines the length of time the credit is
needed. This is longer than the term usually granted
by banks to commerce and industry. Loans mane for
a shorter period with a tacit renewal understanding
have brought forced sales and loss to farmers in
periods of financial distress when banks were forced
to raise funds to meet depositors' demands.
The size of the f arm business is usually small in
comparasion to industry, and loans, especially,
short-term loans, are normally srrall. Many costs of
granting credit are on a per-loan basis and this
tends to nake loans to farmers high.

5
Farms are largely owned by irrlividuals who leave
estates to be settled when they die. The settling of
these estates as well as the transfer of farms from
one individual to another calls for the use of
mortage credit. Refinancing is the reported purpose
of the great majority of farm mortage loans.
Since the sale value of farm land is normally
many times the small amount the farm family can save
annually, it ordinarily takes a number of years to
pay for a farm out of the income made on it. Consequently, farm mortage loans should provide for
payment over a fairly long period, usually on an
ammortized basis.
Natural forces such as rain, drought, flood,
frost, wind, disease, sterile seed, and insect and
animal pests make uncertain the volume of agricultural areas. Severe damage to production or very
low prices may cause a violent drop in income expected and make it. temporarily impossible for the
farmer to meet debt payments as due. The credit
agency that serves farmers adequately must be in a
financial posit io "to go along with them" during
such years or periods. ''5
Method of procedure.

In making the investigation

for this report, the noruative survey method was employed;
using the personal interview technique and questionnaire.
"The term normative is sometimes used to ascertain the
normal or typical condition (or practice), or to compare
local test results with a state or national norm."6
An enumeration was made of 230 commercial type
farms operated by Negro farm families in Shelby County.

5 ~ . , (Inside front cover).
6 Carter V. Good and Douglas E. Scates, Methods Qf.

Research, New York:
P•

549.

Appleton-Century-Croft, Inc., 1954,

6

A random sample of 80 farm families, both part-time and
full time farmers was selected for interviews.

According

to the United States Census of Agriculture for 1950,
commercial type farms are classified as:
All farms with a value of sales of farm products
amounting to $1,200 or more were classified as commercial. Farms with a value of sales of $250 to
$1,199 were classified as commercial only if the
farm operator worked off the farm less than 100 days
and the income of the farm operator and member of
his family received from non-farm sources was less
than the total value of all farm products sold.
Part-time farms with a value of sales of farm
products of $250 to $1,199 were classified as part
time provided the farm operator reP.orted 100 or
more days of work off the farm andlor the non-farm
income received by him and members of his family
was greater than the value of farm products sold. 7
The selection of the sample group was made by
having the enumerators draw 80 slips from a container in
which had been placed a listing of the 230 commercial type
farms operated by Negro families in the county.
Because of the homogeneity of the group sampled,
the random sample was deemed appropriate to use.
Croxton and Cowden state that, "a random sample is an
appropriate type of sample for a homogeneous population." 8

7 u. s. Bureau of the Census, U.S. Census of
Agriculture, 1950, U.S. Government Printing Office,
Washington D. c., Vol. 1, part 26, p . xix.
8 Frederick E. Croxton and Dudley J. Cowden,
Practical Business Statistics, New York: PrenticeHall, Inc., 1948, p. 26.

7

Goode and Hatt further state that:
The procedure used in sampling systematic lists
is commonly used in selecting random samples of
human populations. Systematic samples give random
samples only if one selects them at random and not
at regular intervals.9
After the sampling procedure, the writer had personal interviews with each individual farm family selected in the drawing.

The information received was

recorded on a questionnaire from and tabulations of the
results shown in the tables.

A copy of the questionnaire

form is included in the appendix.
This interview technique enabled the writer to
better evaluate the information received from the group
interviewed.

Goode and Scates, in their book entitled,

"Methods of Research," state:
The interview is a major tool for gathering
evidence in the field, including censuses and s i miliar
enumerations, social and economic status of f amilies,
standard of living , family budgets, and family purchases and buying preferences.10
This report is primarily concerned with the credit
practices and policies of Negro f a rm families of Shelby
County in the four general areas in which farm credi t is
used; land purchases, machinery and equipment purchas es,
9 William J. Goode and Paul K. Hatt, Methods in
Social Research, New York: McGraw-Hill Book Co., 1952,
Chapters, 3,4,21.

10 Goode and Scates,

g
operating expenses, and the purchasing of consumer goods.
However, it is the desire of the writer that the information contained in this study will be of some help to
further investigations in the field of farm family credit
practices.
Related studies .

A survey of many publications

relating to the use of credit resources by farm families
revealed only a limited number of studies directed toward
an investigation of the credit practices and policies of
this particular group in carrying on their f a rm operations.
An understanding of credit and its uses is important to the f arm family .

This knowledge will aid them

in g etting the things they need , the t hings they must have- land, buildings, equipment for the farm and home.

An

understanding of credit will increase the farm income and
help make money for the things desired, the things desired,
the things which make life worth living- - electricity,
radios, television, washing machine, books, music,
automobiles and education for the children.

The Fa rm

Credit Administration Circular No. 15, "ABC 's of Credit
for the Farm Family," states that:
Credit is a power, credit may make a home, or
break it. Credit may build an industry, or wreck it.
Today, farm homes, city homes, farming industries,
commercial industries- -each may require some form
of credit to operate efficiently.

9

The intelligent use of credit may mean the
difference between success and failure. Therefore,
a knowledge of credit is necessary.11
There is more risk in farming than in most other
lines of business, even with efficient management of land,
livestock and machinery.

Drouths, floods or other un-

avoidable acts of nature may slow up or check production.
The whole agricultural industry depends on nature.

The

bulletin ABC 's of credit for the Farm Family further
states:
It takes time to raise livestock and grow plants.
The farmer may have to wait a year or more to receive
returns from his investments, while with the merchant
or manufacturer it is a matter of days, weeks or months.
The farmer does not have as much control over the
marketing of his produce as the manufacturer. The
manufacturer can keep his goods in the warehouse until
he finds a suitable market. But when nature says,
"Tomatoes are ripe today," the farmer must market
12
them before they spoil, regardless of the sale price.
For these reasons the credit needs of farmers are
different from the businessmen in the city.

Credit that

is satisfactory to farmers must take into account the conditions under which they carry on their business.
"The farm family may need both real estate mortgage
credit and short-term credit.

Thd kind and amount of

credit used and the terms upon which it is obtained may
11 Farm Credit Administration, ABC's of Credit for
the Farm Family, Washington, D. c., Cir. 15, June, 1940, p . 3.
1 2 ~ . , p. 5.

10

have much to do with the family's well being. ul3
It often takes from 20 to 30 years to pay for the
land and buildings, the drainage or irregation system,
and at the same time, provide a reasonable standard of
living for the family members.

The bulletin entitled,

"ABC's of Credit for the Farm Family, states:
The buying of a farm, like the financing of a
factory, takes a long time. A commercial industry
may be launched through the sale of shares of stock.
Farmers cannot do this. When a man buys a farm he
may pay part of it in cash and part with borrowed
money. He must give a mortgage on the farm as
security for the loan. Federal land banks, Farmers
Home Administration, Life Insurance Companies, commercial banks and individuals are important sources
of real estate loans for farm families.14
A farmer often needs short-term credit to take

care of farm operating expenses.
for seed, fertilizer, or labor.
when he sells the crops.
stock.

He may need money to pay
He plans to pay it back

He may borrow money to buy live-

When it is marketed he plans to repay his loan.

He may buy goods on account for family living.

He

plans

to pay these bills when he markets his produce.
On sales made on open accounts, the dealer
usually requires no security.

In the event of a disaster

from natural causes, the dealer may be a~le to collect
13 ~ . , pp. 5-6.

l4 Ibid., p. 6.

11

little or nothing on the account.

The price paid for

goods bought on open account by farm families is usually
high.

According to the Farm Credit Administration's

Bulletin, "ABC's of Credit for the Farm Family,"
The dealer who sells goods on the installment plan
usually quotes two prices--the cash price and the time
price. The latter, of course, is higher. Even though
the dealer's investment is protected by a contract
between him and the customer, he assumes a certain
amount of risk when he sells on the installment basis.
In case the buyer is unable to make his payments, t he
goods may have to be repossessed. Before they are
again offered for sale, they may have to be reconditioned. Reconditioning is expensive. The time
price quoted must be high enough to take care of
these and other items of cost.
Commercial banks, production credit associations,
individuals, and agricultural credit corporations are
important cash lenders that make short-term loans to
farm families. Many people who use credit find it is
cheaper to borrow money from a cash lender and pay
cash for goods than to use dealer credit.15
Credit involves an agreement between two or more
parties and therefore must have some tangible form or
evidence that an agreement does exist.
are called credit instruments.

Such agreements

From the bulletin "ABC 's

of Credit for the Farm Family," one learns that the re are
s everal forms of credit instruments, the most of which
are negotiable, that is, they may be bought and sold or
given to another like personal property, provided they are
properly endorsed.

The forms most commonly used by farm

15 Ibid., pp. 7-8.

12

families are:
1.

Promissory !!.Qll:
A written promise to pay on a s pecified date, a
specified sum, borrowed at a specified rate of
interest. The note is given as an evidence of
debt. All lending agencies require the borrower
to give a note •

2.

~

check:

A signed written order,on a bank to pay on demand
to bearer or to the order of a named person a
certain sum of money.

3.

Draft

Q.!:

bill of exchange:

An order requiring the person to whom it is
addressed to pay on demand or at a specified date,
a specified sum, to the bearer or a third person
named on the face of the draft.

4.

Chattel mortgage:
Personal property used as debt security involving- farm machinery, livestock, and sometimes hous ehold
equipment. Credit rates are higher on chattels
because of rapid depreciation of property.
Chattel mortgages are frequently given as security
for short-term loans.

5.

Real-estate mortgages:
Real-estate mortgages involve land and buildings
as security for debt.

6.

Crop lien:
Growing crops used as security for debt--not considered the best type of security because of
hazards of weather, diseases and insect pest.

7.

Financial statement:
A statement of the worth of a borrower. A list of
the things owned and amount owed. The difference
between the two totals is net worth.

13

8. Warehouse receipt:
Receipt given by warehouseman for goods received
by him in storage . Often used by farmer s as
securit y for a l oan.

9.

Collat eral :
Tangible property--often stocks and bonds-pledged as security fo r a debt . When this
property is used as collateral. It is left with
the lender until the debt is paic . 16
Good farming is not an insurance against fin-

ancial difficulties caused by unwise use of credit .
Many men have failed in far ming despite superior ability
and energy in far m oper ations .

Robertson and Woods in

their book, "Farm Business Management," say the following
principles should be observed by any farm person in deciding on a credit policy.
1. It is well to confine borrowing largely to
purposes which are self- liquidating unless it is
reasonably certain that there are other methods
of payment .
2. The term of a loan for productive enterprises
generally should be long enough to permit paying the
loan back out of receipts from the enterprise .

J . Short- time debts for increasing production
are likely to be economical when there is a good
prospect for a rising price level , but after prices
have been rising long enough so that many people
begin to assume that a higher price level is
more or less permanent , it is risky to borrow
l arge sums for repayment over a long period.

4.

Credit from merchants usually is more expen-

161J2!..g_. , P• 12.

14
sive than credit from a lending agency. It usually
pays to borrow money to pay cash for farm equipment
and supplies rather than to buy on credit.

5. Operating expenses are less when enough
working capital is available to buy in l arge quantities and to take advantage of bargins when they
occur.
6.

It pays to be frank with a credit agency.

7. It pays to create a reputation for honesty
and for promptness in paying obligations.17
Credit, of course, is the most important means
of acquiring capital.

A major objective of the cooperative

Farm Credit System is to aid farmers, through credit,
in improving their farm income.
From the Farm Credit Administration bulletin,
"Using Credit for Farm Adjustments in the South," the
following reasons were given as to why farmers were not
able to obtain credit.
l. Farmers have inadequate base for credit.
This financial condition maybe so weak that prospects
for repaying the loan are poor . In other cases,
the applicant may be a poor personal risk. In commenting on this phase of the credit problem, many
of the associations stated that few lenders would
hesitate to advance credit to worthy borrowers with
a suitable equity in their farm and a good credit
standing in the community.
2. High risk is the second most important reason
why lenders are not always able to advance credit for
farm shifts and adjustments. There may be considerable risk involved in ma.king an adjustment where
1 7 Robertson and Woods,

.QE.•

cit., pp. 294-296.

15
a large investment is required but there is little
assurance that net income will be increased. In
other instances the shift planned by the applicant
maybe risky because it is not suited to conditions
existing on the f a rm.

J. The third reason why farmers cannot always
borrow to make shifts and adjustments is that they
may lack the knowledge and experience needed to
successfully handle the proposed change. For
example, a farmer who has specialized in producing
cash crops might be denied a loan if he should
plan to completely change over to livestock production in a short time.

4. Other less important reasons why farm adjustments may not be ma.de because of lack of credit:
Lenders do not always offer loans with repayment
periods long enough to enable the borrower to repay
the loan from income produced by the shift or adjustment. In other cases, existing regulations or
policies may not permit the lender to advance as
much credit as the applicant desires.
While some farmers are unable to make desirable farm shifts and adjustments because they cannot
obtain credit, it nevertheless is a common practice for many farmers in the south to use credit
for this purpose. The associations indicated that
76 per cent of the farmers in the South who have
made adjustments in recent years, have used credit
to make the adjustments.18
From an informal survey of the literature by the
writer, there appears to be a definite need for farmers
to understand the principles of sound credit and their
implications to farming operations.

Farmers need credit

to buy land, machinery, pay operating costs and buy consumer goods .

An understanding of the principles of

18 Farm Credit Administration, Usi, Credit for
Farm Adjustments i!l ~ South, Washington, • C. Nov.,
I9'5"5, P• 8.

16
credit and the policies of established lending institutions
should aid him in increasing farm income.
Farming is by nature different from industry,
therefore its credit needs are different.

Farmers need

to know the several credit agencies ma.king loans to
farmers and their interest rates, length of loans and repayment schedules.
"Credit maybe harmful to the farm family if it
is used unwisely.

It should never be used to speculate

in land; to improve a farm beyond its capacity to pay
for itself; or to buy nonessentials."19

19 ABC's of Credit for the Farm Family, .Ql?.• cit.,
p.

14.

PART II
NATURE OF RESOURCE FACTORS IN SHELBY COUNTY, TEXAS
Opportunities for improving the economic status
of farm families in any area depend largely on the nature
of the resource factors of that area.
The effectiveness of the appraisal of any social
phenomenon depends upon the effectiveness of analysis of
the given situation.

Understanding of the facts con-

cerning the background and status of a group of people
is essential to sound interpretive methodology.

As a

background for the study of credit use by Negro farm
families of Shelby County, Texas, the following brief
historical and geographical setting of the human and
natural resource factors of the county is given.
Population.

According to the Texas Almanac for

1956-57, the total population of Shelby County was
20
23,479 including 5,916 Negroes.
The United States census
of agriculture for 1950 lists 2,566 white farm operators
21
and 582 Negro farm operators.
Negro farm operators
20 Texas Almanac, 1956-57, Dallas:
Anniversary Edition, p. 132.

100th

21 u. s. Bureau of the Census, U.S. Census of
Agriculture, 1950, Vol., I, Part 26, Washington: p.-r15.

make up roughly one-fifth

of the total farm population

of the county.
The 1950 census of Agriculture further classified farm operators according to tenure status, White
full owners 1,662, part owners 357, farm managers 4, all
tenants 543 and croppers 70.
Negro full owners 188, part owners 79, all
tenants 315 and croppers 99.

Land in all farms by Negro

operators totaled 31,552 acres.

The average size of

farms in the county was 94.8 acres valued at $51.66 per
acre. 22
Although Negro farm operators, all classes,
make up 22.6 per cent of the total farm population in
Shelby County, they own only 8.4% of the farm land
operated and the average size farm operated by Negro
farmers is 54.2 acres.
Rural population trends in Shelby County have
followed a similar pattern to the general mobility
trends of rural farm folk in the state.

The Texas

Almanac for 1956-57 shows a decrease in Shelby County's
23
farm population of 19.7 per cent from 1940 to 1950.
This population shift is definitely indicated in the
22 Ibid., pp. 77-115.
23

Illi•,

p. 135.
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county where scholastic population decline was 36.1 per
cent from 1940 to 1955.

Significantly, the factors

involved in rural population shifts in Shelby County are
closely related to those for the remainder of the state.
According to Dr. R. L. Skrabanek, some of the
major factors causing rural population shifts:
Rapid industrial expansion since 1940, attracting
large numbers of people from farms. A shift from
row crop to range and grassland farming in some
sections of the state reduced manpower requirements
in agriculture. Large-scale operations through the
combination of two or more farms aided in spreading
mechanization. Many farmers have moved to town,
continuing to operate their farms, but no longer
technically being classed as farm residents.24
Another factor of equal significance in determining Shelby County's rural population shift is its
classification according to the state economic areas as
having a "seriously low farm income and level of living
index in agriculture." 2 5 This area has a dense farm
population with small farms, high birthrate and many low
production commercial farms with gross sales less than
$2,500.
Educational Facilities.

Shelby County has six

consolidated school districts operating six high schools
24 R. L. Skrabanek, Characteristics and Changes in
the Texas !s!:!!! PoTulation, Bulletin 825, A &"""lrCollege;
College Station, exas, December, 1955, p. 4.
25 Publication, Development of Agriculture's
Human Resources, USDA Washington, b.-rr., 1955, p . 8.
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for white and six for colored with a total scholastic
population of 5,316.

Negro scholastics in the county

for 1955 numbered 1,653.

26

Teacher personnel in the

county totaled 229, including 62 Negro teachers.
The six Negro High Schools in the county offer
no technical courses and none have adequate facilities
for science laboratories.

However, 3 high schools offer

courses in Vocational Home and Family Life Education,
3 offer courses in Vocational Agriculture, 2 offer courses

in Conuner cial Typing and 1 has an instructor in Band
Music.
A Negro County Agricultural Agent has recently
been appointed to work with adult farmer groups.
Occupational status .
Shelby County is Agriculture.

The major industry of
Lumbering is also an im-

portant industry with 17 active mills operating.

A

total value of $91,981 worth of forest products was
sold from the county's farms in 1954.

More than 1,000

broiler houses with a production of more than 10,000,000
27
broilers provide an income of $5,544,061 annually.
Three large poultry processing plants employing several
hundred people are located in the county.

Dairying and

26 !!2!£., P• 120.
27 United States Census of Agriculture l.2..5lt., U.S.
Bureau of Census, Government Printing Office, Washington, D. C.
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livestock make up a major portion of the enterprises
on many farms. The t otal vol ume of sales for 1954 was
28
$6 , 657,800. These industries make up the major occupati ons for the county ' s population.
Location .

Shelby County is located in the piney

woods of East Texas .

Panola County is the Northern

boundary, San Augustine County, the Southern, Louisiana
the Eastern and Nacogdoches County the Western boundary.
It was created in 1836 and organized in 1837, an
original county named for Isaac Shelby, officer in the
continental army during the American Revolution.
made up of 22 villag es and towns.

It is

Highway 59 borders

North and West, Highway 96 borders South and 84 borders
East.
The county has an area of 819 square miles with
a population density of 28 . 7 persons per square mile.
Small oil production, a large production of
natural gas, brick clay, lignite and iron deposits are
found in the county.
The county's water supply is amply afforded by
numerous lakes, creeks, springs, Sabine and Attoyae
rivers and private wells.
The climate of Shelby County has a mean annual
28

!.lli· , U. s. Census of Agriculture 1954.

?
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temperature of 65°, annual rainfall 45 inches, altitude
150-400 feet, and a growing season of 234 days.
The topography of the county is rolling to hilly
terrain, drained by the Attoyae and Sabine rivers.
Alluvial soils in bottoms with sand, sandy loams and
clays on uplands.
The timbered areas abound with pine, gum, oak,
hickory, cypress, elm, ash, magnolia and sycamore all
having commercial value and supplying excellent cover
for deer, squirrel, doves, waterfowl and fish. 29

2 9 Texas Almanac 1956-57,

.Q:Q•

_ill., P• 700.

PART III
CREDIT INSTITUTIONS IN SHELBY COUNTY
From the leaflet, "Sources of Farm Credit in
Texas," we learn that:
Farm credit is a necessary tool of modern agriculture, and its importance is certain to increas as
agriculture becomes more commercialized.
Farm credit can be divided into two general types,
according to the length and purpose of the loan.
Loans secured by real-estate mortgages are referred
to as long-term loans, while those secured by other
collateral are known as short-term loans.
A farmer just starting in business or one who is
increasing his operations substantially progably will
need both long and short term credit. He will need
long-term mortage credit to purchase land and may
need short-term loans to buy equipment, livestock,
feed, seed, and fertilizer.JO
A survey of the credit institutions in Shelby
County, Texas revealed both government and privately
sponsored agencies that furnish the f armer with both long
and short-term credit to carry on his farming operations .
Among the government sponsored agencies in the
county are the National Farm Loan Association, Production
Credit Association, and the Farmers Home Administration.
National~ loan association.

The National

Farm Loan Association, located at Center, Texas, the
JO Alvie B. Wooten, Sources of Farm Credit in
Texas, Texas Agricultural Experiment Station, College
Station, Texas, A & M College, L-24.
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county seat of Shelby County, is a chartered organization
operating under the supervision of the Farm Credit
Administration in accordance with the Federal Farm Loan
Act of 1916.
According to Duggan and Battles, "Financing the
Farm Business:"
The capital stock of National Farm Loan Associations is owned entirely by its members, who are
borrowers from the Federal Land Banks. (1) The
Federal Farm Loan Act requires that each borrower
through an association subscribe for stock in the
association in the amount of $5.00 for each $100. 00
or major fractional part thereof borrowed, (2) such
capital stock to be held by the association as
collateral security for the loan; and (3) upon full
payment of the loan, the stock shall be paid off
at par and retired.
Every shareholder is entitled to only one vote
at all elections of directors and in deciding all
questions at shareholder's meetings.Jl
An interview with Mr. W. L. Hall, SecretaryTreasurer of the National Farm Loan Association at Center,
revealed that the local association offers long-term
mortgag e credit on real-estate loans only and serve s a
three county area including Shelby, Panola and San
Augustine Counties.
The association features:

(1) low interest rates

of 4 per cent on real-estate loans guaranteed for the
life of the loan which may run for a period of 20 yea rs,
(2) payments are on an amortized basis; being retired

31 Duggan and Battles,

.QI?.•

cit., P• 259.
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gradually with part of the principal being paid with
each install~ent , and (3) full repayment priviledges on
on any part of the loan at any time without penalty.

Mr. Hall further stated that, "loans are ma.de
based on the agricultural producing ability of the land,
and each loan is made on the apprasial value of each
individual parcel of land by the land bank apprasier up
to 65 per cent of the appraisal value of the entire farm."
Appraisals are relative~y conservative.

Before an

appraisal can be made , a loan committee composed of
members of the association must pass on the qualifications
of the borrower .

These qualifications are:

(1) character

of the individual , (2) adequacy of security, and (3) solvency of the borrower.
The bulletin, "Sources of Farm Credit in Texas,"
states:
Borrowers become members of the local National
Farm Loan Association when they buy stock in them
equal to 5 per cent of their loan. This is, however, the borrower's money and is used to cancel
the last 5 per cent of the debt or returned to the
borrower when the full debt is paid.
The Federal Land Bank of Houston held 21.9 per
cent of the farm mortgage debt outstanding in Texas
in 1954. 32
A significant feature of the interview with

Mr. Hall revealed that, although there were no restrictions
on association loans as to race, no Negro borrowers were
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listed in the county.

Also of importance was the statean
ment that, one need not b_gagricultural producer in
order to use Farm Loan Association funds.

Investments

however, must be in farm real-estate.
Production credit association.

An important

source of short-term credit to farmers in Shelby County
is the Production Credit Association.

This agency was

formed in 1933 by an Act of Congress known as the Farm
Credit Act.

The local Production Credit Association

located at Center, Texas is under the supervision of the
Production Credit Corporation a subsidiary of the Production Credit Division and Farm Credit Administration.
Duggan and Battles state that:
The Farm Credit Administration is primarily a
system of cooperative credit under which the institutions actively lending directly to farmers are
managed along cooperative lines. The district
institutions and local associations under the Farm
Credit Administration are either: (1) owned wholly
by farmers; (2) owned partly by farmers and partly
by the government, with farmer ownership the ultimate objective; or (3) wholly capitalized and
owned by the federal government. The activities
of these institutions are supervised, examined,
33
and coordinated by the central office in Washington.
The Production Credit Association in Shelby
County is partly member owned and set up for the purpose
of making short-term loans to local farmers at low
interest rates of 6 per cent per day for a period of

3J Ibid., p. 244.
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up to 12 months.

Loans made from the association are

primarily for operational expenses.
Applications made for loans through the local
association must be carefully checked by the associations
loan committee, composed of two members of the board of
directors and the association's secretary.

The board of

directors, made up of local f a rmers and ranchers a r e
fully responsible for making, servicing and collecting
the loans.

Hence, a very careful scrutiny is made of

the would be borrower's loan application.
Loans made through the local Production Credit
Association have renewal and extension possibilities and
repayments are budgeted to the time of the expected
income.

Borrowers become members and must buy stock

equal to 5 per cent of their loan.

The association

operates on the principle of all true cooperatives:
giving each stockholder voting priviledges.

Each member,

rega rdless of the amount of stock he owns, ha s only
one vote.

Directors are elected by the stockholder's

who own the voting stock in the association.
Purposes for which loans are ma.de by the ass ociation include:

(1) farm family living expenses, ( 2 ) debt

refinancing, (3) operating expenses, (4) household expenses, (5) home improvement, and (6) machinery and
equipment purchases.

Loans a re carefully supervised

2$

throughout the entire period of use and every effort is
made to see that the transaction is on a sound basis.
Loans are repaid as crop and livestock enterprises become
ready for market.
According to Mr. Britton, local association
secretary, "a member may work out a plan with the association for financing his entire season's operations.
A loan based on such a plan is called a 'budgeted loan.'"
Such a loan saves a member both time and money.

It

permits him to obtain money when he needs it and pay it
back when he markets his crops or livestock.

He pays

interest on each dollar only for the exact number of days
he uses it.
In many instances, farmers find it profitable
to borrow money from their association and pay cash for
their purchases instead of buying it on credit.

The

amount a farmer or rancher may borrow depends primarily
upon the soundness of his farm business, his ability to
repay the loan out of his average farm income, his
financial condition and his f arming experience.
Because Production Credit Associations are
operated by and for farmers their primary aim is provide credit to members at the lowest possible cost consistant with sound business practices.

In addition to

the regular interest rates, a service fee is charged to
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handle the members' loan.
Although any farmer in the county applying for
a loan through the association is eligible for membership
if his application is approved, Mr. Britton stated that
"No Negro farmers in the county had ma.de loan requests
through the local association."
The association endeavors to adjust loan security
requirements to each farmers particular situation.

Usually

the security is a first lien on all crops and livestock
or machinery and equipment owned by the f armer.

This

policy not only assures the association of ample security
for its loans but also assures the farmer of adequate
credit to carry on all his farming operations.

The

association demands an inventory of the entire collatera l
of the farm and a detailed plan of the f a rmers yearly
operations.

This information provides a good basis for a

sound program of financing the farmers operations.
Farmers~ administration.

Another important

source of long and short-term credit to farmers in the
county is the Farmers Home Administration.

A local office

of this a gency set up in the county seat furnishes s everal
types of credit to farmers unable to obtain sufficient
credit elsewhere in the amounts needed and at r ates and
terms prevailing in the community.

30
This agency, created in 1946 by an Act of Congress,
has for its purpose a supervised credit service to farmers
who find it difficult to fill their credit needs elsewhere.
An interview with the supervisor of the local
office revealed that several types of loans were available
for the purchase of livestock and equipment, seed, feed,
fertilizer and supplies, pay other farm and home expenses,
pay for limited improvements, and pay old debts.

These

loans are made for a period of seven yearsat a rate of

4½

per cent interest and the total loan may not exceed

$10,000 .

At the end of the seventh year the total out-

standing indebtness is due and payable .
quirements for such loans are:

Eligibility re-

(1) legal citizenship,

(2) inability to secure necessary credit from other sources,

(3) suitable farming experience, (4} engaged in full-time
farming, (5) ownership or lease rights to a family size
farm, (6) carry on a sound farming business, and (7) good
health and character.
Farm ownership loans carry principally the same
eligibility requirements as production and subsistance
loans and are primarily used to purchase farmland, enlarge
already owned farmland, and erect new buildings and
dwellings on the farm .
in two types:

Loans in this class are available

(l} direct farm ownership loans and {2}

insured mortgage loans.

The direct farm ownership loan

31
is a loan made to farm families from funds appropriated by
the government at a rate of 5 per cent interest with repayment priviledges up to 40 years.

Borrowers may repay

loans on a variable plan which enables them to make advance
payments in good years so they will be protected against
falling behind in lean years.

The farming operations of

the borrowers are supervised to the extent that is necessary to help them carry out conservation practices, to promote successful farming, and to further the repayment of
their loans.

The insured mortgage loans made by private

lenders to farmers are insured by the Farmers Home Administration and are limited to 90 per cent of the borrower's
total investment in -the farm .

The borrower must be able

to make a 10 per cent down payment out of his o\'m funds or,
in the case of enlargement or development loans, have
an equity equal to 10 per cent of the total real-estate
investment .

He must pay in advance from his own funds,

a mortgage insurance charge of 1 per cent of the amount
of his loan.

No real-estate loan may be repaid before the

end of the second year of the transaction.

This policy

discourages speculation.
Soil and water conservation loans are available to
farmers for the purpose of (l) developing and improving
farm water facilities, (2) developing long-time conservation programs for soil, water and other natural re-
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sources.

The loan terms on this type of loan run up to

20 years with a 4} per cent interest rate.

Eligibility

requirements for this type of loan are the same as for
the other type loans offered by this agency.

Loan limits

in this category may not exceed $25,000 for individual
loans.
Another type of loan offered to farmers by the
Farmers Home Administration is the building and improvement loan.

The loan may be used for the purpose of con-

structing new buildings, remodeling existing structures
and ma.king home improvements .

The loan may be ma.de to

any person with farm real-estate and bears interest at

the rate of 4¼ per cent for 33 years.

Security required

is a first mortgage lien on buildings and improvements.
According to the leaflet, "Sources of Farm Credit
in Texas," the Farmers Home Administration held 3.4 per
cent of the farm mortgage outstanding in Texas in 1954.

34

The interview with the supervisor of the local
Farmer Home Administration office also revealed that as
of May, 1956, there were 3 Negro borrowers using farm
ownership type loans and 15 whites.

Negro borrowers re-

presented 16.6 of the total borrowers of this type loan
in the county.

Records showed 12 Negro users of prod-

duction and subsistance type loans and 68 whites as of
34"Sources of Farm Credit in Texas," .£.I?.• cit., L-24.
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May, 1956.

Negro borrowers represented 15 per cent of

the total users of this type of loan.
Commercial banks.

Five commercial banks located

in Shelby County offer both long and short-term credit to
farm families living in the area .

The banks are the Farmers

State Bank and Citizens National Bank located at Center,
Texas, The Cotton Belt State Bank at Timpson, the First State
Bank at Tenaha, and the Texas State Bank located at
Joaquin, Texas .
Each of these banks is a member of the Federal
Reserve System, supervised by the Board of Governors of
that system and the Federal Deposit Insurance Corporation.
According to Duggan and Battles:
All national banks must be members of the Federal
Reserve System. All state banks in the United States
are eligible for membership in the Federal System if
they meet certain requirements. In general, these
requirements are that: (1) capital must be at least
as large as that of national banks of similiar size
and location; (2) the bank must agree to buy Federal
Reserve Bank stock in an amount equal to 6 per cent
of its paid up capital and surplus and must pay for
half of such stock immediately; (JJ all member banks
must keep a legal reserve deposit with their Federal
Reserve Banks; and (4) they must arrange for deposit
insurance with the Federal Deposit Insurance corporation .
Membership in the Federal System permits banks
to (1) borrow from the Federal Reserve Banks; (2)
obtain currency quickly when needed; (J) use Federal
Reserve check collection facilities; (4) use Federal
Reserve non-cash coll~ction service; (5) transfer funds
by telegraph; (6) drafts on the reserve bank;
(7) use the safe keeping facilities of the reserve
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bank; and (8) use the emblem "Member of the Federal
Reserve System."
Member banks must furnish reports to the Federal
Reserve Bank, are examined by Federal Reserve
~xaminers periodically, and are subject to regulation
in many matters by the reserve bank.
The Federal Deposit Insurance Corporation guarantees
the payment of deposits up to $10,000 for any one depositor in insured banks. Member banks pay for
this insurance by paying to the Federal Deposit Insurance Corporation 1/12 of 1 per cent of their
total deposits. 35
These local banks provide fast and personal loan
services to farmers.

The interest rate and length of loan

does not vary appr~ciably among the banks in the county.
Long-term loans are on an amortized basis.

An interview

with executive personnel at the several banks in the county
revealed that the limit on farm real-estate loans was
5 years financed up to 50 per cent of the property valuation at 7 to 8 per cent interest.

Security required for

such loans is a first mortgage real-estate lien.
Loans for f a rm machinery and equipment usually
run up to two years and are based on up to 70 per cent
of the purchase value of the item at 8 per cent interest.
The machinery and equipment purchased is used as collateral
to secure the loan.
Livestock and crop loans made by the banks run
from 90 days to 1 year at 10 per cent interest.

35 Duggan and Battles,

.QE.•

ill.•,

These

PP• 208-209.
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loans are mostly secured by livestock and crop liens.
Since the local banks are located in each township of the county, their credit services are offered to
farmers on a more personalized basis.

These banks are

f amiliar with the credit needs of their respective communities and the banks' personnel are acquainted with
most of the borrowers.
Dug gan and Battles state that:
Banks located in small towns surrounded by f arming
areas usually are in close touch with agricultura l
conditions in their communities, as well as the
operations of individual farmers. Many f a rmers
establish a business relationship with their bank
as a depositor. The bank officials learn to know
the farmer as a customer and therefore, are a ble
to make him a loan promptly and with a minimum of
investigation when he applies for one.J6
Borrower qualifications are based on individual
character and integrity and the ability of the borrower
to repay the loan from his income.

According to the

leaflet, "Sources of Farm Credit in Texas," ttcommercial
banks in Texas held 5.5 per cent of the f a rm mortgage
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debt outstanding in 1954_,,

Individuals, merchants and dealers.

Thi s gr oup

supplies a larg e pa rt of the credit needs of farm families

36 Ibid., p. 219.
37 "Sources of Farm Credit in Texas,"

.QI2.•

cit., L-24.
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in Shelby County.

Because they operate strictly on a

personal or individual basis and have no uniform basis
for borrower qualifications or security demanded it is
difficult to classify their method of operation.

However,

an interview with several merchants, dealers and individuals
in the county who supply credit to farm families revealed
that for the most part, credit is on a short-term basis;
usually running from JO to 90 days on most items purchased
and up to 9 months on items used for crop production.
Interest rates are generally 10 per cent and the loans are
secured with a promissory note or placed on the borrowers
open account.
Most merchants and dealers offer installment credit
to farmers on purchases of machinery, equipment and household goods.

This type of transaction is usually secured

with a chattel mortgage contract as security for the
goods.

Interest rates, carrying charges, and handling fees

vary from 6 to 10 per cent depending on the policy of the
lending institution handling the notes.

The dealers and

merchants are not equipped to carry notes over a long
period of time .

Hence, selling g oods on installment with

regular financing institutions carrying the paper offers
them a quick cash turnover for their investments.

The

individual buying on installment finds it convenient
but higher in cost.

However, the bulletin, "Sources
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of Farm Credit in Texas," states:

"lndi vid uals and com-

mercial loan companies held 27.1 per cent of the f a rm
mortgage credit in Texas for 1954.n

3 8 Ibid.
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PART IV
ANALYSIS OF DATA
This study deals primarily with the use of credit
resources by Negro farm operators in Shelby County, Texas.
In an analysis of the data secured from a survey
questionnaire and personal interview, the writer attempts
to determine the use of credit resources by Negro farm
operators for:

(1) Buying land, (2) Purchasing machinery

and equipment, ( 3) Paying operating costs ·and ( 4.l Buying
consumer goods.

Also data was gathered and tabulated on

the major sources of credit used, amount and length of
loans, interest rates paid, and distribution of credit
used by seasons.
For purposes of clarity and cor-elation, the writer
deemed it necessary to present pertinent statistical facts
concerning the educational status, a ge levels, occupational status, farm ownership status, crop and livestock
sales, farm and non-farm income, and capital investment
per farm of Negro farm operators in the county.
Data pres ented in this part of the report was
taken from questionnaires and personal interview sources.
Methods of procedure have been des cribed in part I of
this report.
In order to s ecure a more accurate analys is of the
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data secured, the writer proposed to present most of the

information in tabular form.
Tables presented in this part of the report are
designed to simplify interpretation of data in the text
and furnish a descriptiqn of the findings in their sequential order.
Table I reflects the educational

Educational status .

status of Negro farm operators in the county.

Of the eighty

farmers surveyed, 80 per cent received 1 to 8 years of
elementary schooling, 17.5 per cent received l to 4 years
of high school training and 2.5 per cent received 1 to 4
years of college training.
TABLE I

NUMBER AND PERCENTAGE DISTRIBl1rION OF THE EDUCATIONAL STATUS
OF NEGRO FARM OPERATORS IN SijELBY COUNTY, TEXAS
JUNE, 1956

School Years

Years

Number

Per Cent

Elementary

1-8 yrs.

64

80.0

High School

1-4 yrs.

14

17.5

College

1-4

2

2.5

80

100.0

yrs.

Total
i

Source:

Questionnaire data.

Age levels.

40
From the survey data, the age levels

of Negro farm operators in the county was determined.
Table II shows the results of these findings.

The findings

show a higher percentabe of Negro operators falling into
the age bracket of 55-64 years with no operators in the

25-34 age bracket.
TABLE II
AGE LEVELS OF NEGRO FA~! OPERATORS*IN SHELBY COUNTY,
TEXAS JUNE, 1956

Per Cent

Age Levels

25-34 yrs .

35-44
45-54
55-64
65-74

yrs.

21.2

yrs.

3 5.0

yrs.

40.0

yrs.

3. 8
100.0

Total

*Source:

Questionnaire data.
The signifi cance

-&>
0 .L

thi· s situation may be deter-

mined in the findings of Dr. R. L. Skrabanek.

In a bul-

·
and Changes in the Texas
letin entitled, "Characteristics
Farm Population," He states:
In Texas, 70 per cent of the youth on f a rms in 1940
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were no_longer residents in 1950. A slightly higher
proportion of non-white youth left the farm than
whites. Practically all the white youth who left the
farm between 1?40 and 1950 moved to a city within the
States boundaries. The number of white youths on
farms decreased by 68,000. During the same period
the number of white youth in urban areas increased'
by 66,000. Am~ng non-white youth, however apparently
fewer than half of those leaving farms mov~d to a
city within the States boundaries. In 1950 there
were 33,000 fewer non-white youth on farms than in
1940, but the increase of non-white youth in cities
was only 16,000 for the same period. Since the
number of non-white youth residing in rural nonfarm areas barely increased during the same period,
indications are that at least 10,000 who moved from
farms left the State entirely.39
Occupational status.

Information taken from the

questionnaire data revealed that 70 per cent of the Negro
farm operators in Shelby County were part.-time f a rmers
and 30 per cent full-time farmers.
A part-time farmer bas been classified by the 1950
Census of Agriculture as one who worked off the farm more
than 100 days and/or the non-farm income received by him
and members of his family was greater than the value of
farm prod~cts sold. 40 Table ill shows these classifications.
The fact that there are substantial numbers of
part-time farmers in the area may be due to several factors.
McElveen and Bachman , Agricultural Economists with
the Bureau of Agricultural Economics has this to say concerning part-time farmers:
39 R L Skrabanek, Characteristics and Change~ i!l
the Texas Fa;m Po~ulation, A & M College, College Station,
Texas. Bulletin 25, 1955, P• 15.
40 U. s. Census 1950, QE.• ill·, P• xix.

42
it is likely that low productivity and under
empl oyment
are tincent·tves to f armers and members - of
their
families
farm sources
Io see supplementary income from off0
1
productivity: in~e~~f!!s ~r~e!~~i!~ ~r~!fh aff:i~ultural
agr~cultural incomes compete wi th non-far~ altig er
natives.41
erTABLE III

NUMBER AND PERCENTAGE DISTRIBUTION OF THE OCCUPATIONAL
STATUS OF NEGRO FARM OPERATORS IN SHELBY
COUNTY, TEXAS JUNE 1956*

Number

Per cent

Full- Time Farmers

24

30.0

Part- Time Farmers

56

70.0

Total

80

100.0

0ccueation

Questionnaire data.

*Source :

All tenants, except croppers were included in this classification .
Land ownership status .

Table IV shows the percentage

of land ownership by acres and tenure status of Negro farm
operators of Shelby County.
Information revealed in Table IV shows a higher percentage of full-time operators owning 100 to 149 acres of

land in contrast to a higher percentage of part-time

4l Jackson V. McElveen and Kenneth L. Bachman,
.
Low Production Farms, USDA, Bureau of Agricultural Econonucs,
Washington, D. c. Bulletin No. 108, 1953, P• 10.
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operators owning Oto 49 acres.

TABLE IV
NUMBER AND PERCENTAGE DISTRIBUTION OF LAND o~·rnERSHIP
BY NUMBER OF ACRES AND TENURE STATUS OF NEGRO
FARM OPERATORS IN SHELBY COUNTY TEXAS
JUNE; 1956*
, .

Total
Number

Tenure
Status

Per Cent by Acres Owned

50

0

100

150

49

99

,149

199
20. 8

Full-Time
Operator

24

4.1

29.1

45 . s

Part-Time
Operator

56

48. 2

37.3

14. 2

Total

80

200

&

Over

*Source: Questionnaire data .
Total acres in farms owned by full-time operators
averaged 90. 2 as compared to 46.7- acres owned by part-time

farmers .

All acreage includes cropland, woodland and pasture
Rented Acres .

Table V shows the number and per

centage distribution of additional acres rented by Negro
farm operators in the coUJ?.ty.
Part- time operators represented here, rent
addit ional acres to farm in about _the same proportion
as full- time operators .

In comparing the two groups,

survey data revealed that full- time operators rent an

TABLE V
NUMBER AND PERCENTAGE DISTRIBUTION OF ADDITIONAL ACRES RENTED,
BY TENURE STATUS OF NEGRO FARM OPERATORS IN
SHELBY COUNTY, TEXAS JUNE, 1956

Tenure Status

Total
Number

Per CenJ .]:£ Acres Rented
None
--6
50 --H56 150
Rented
49
99
149
199

Full-Time
Operators

24

58.)

25.0

Part-Time
Operators

56

33.9

66.0

Total

80

Source:

Questionnaire data.

2tm'
&.

Over

16.6

-I='""
-I='""

additional 22.5 acres to farm.
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Part-time farmers in the

area rent an additional 23.1 acres to farm.
TABLE VI
KI~OP~~~g~ii'B~~E~:iE:~!~~sD&~T;~~~r~:~Fo~~~o~SH
OF SHELBY COUNTY, TEXAS JUNE, 1956*

CroE

Full-Time
012erator
Value of
Cro:e Sold

Cotton

$ 43,000

86.5

$ 34,720

73.9

Tomatoes

3,080

5.8

6,440

13.7

Cucumbers

2,800

5.5

2,760

5. 8

600

1.0

1,200

2. 6

Other

1,080

2.1

1,880

4.0

Total

20.260

100.0

!±'1.000

100.0

Timber

*Source:

Per Cent

Part-Time
012erator
Value of
CroE Sold

Per -Cent

Questionnaire data.
Crop sales shown in Table VI and Live-

Crop sales.

stock and Poultry sales shown in Table VII reflect the
major farm income sources of Negro farm operators in
Shelby County, Texas.
Cotton furnishes the major cash crop of Negro farmers
of Shelby County.

It furnishes 86.5 per cent of the total

income from crop sources for full-time farmers and 73.9
per cent of the total crop income for part-time farmers.
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Although farms in the area are generally too small

for mechanization and the sand and sandy loam soils of the
area are often low in fertility , the general practice of
planting a "patch of cotton" is still in effect.

The area

is well adapted to the production of tomatoes, watermelons,

peas, cucumbers, small fruits and timber, these contribute
a much smaller percentage of the crop income to farm

operators .
Livestock and poultry sales .

Table VII shows the

value of livestock and poultry sales by Negro farm families
of Shelby County, Texas .

TABLE VII
KIND, AMOUNT AND PERCENTAGE DISTRIBUl'ION OF MAJOR
LIVESTOCK AND POULTRY PRODUCTS SOLD BY
TENURE STATUS OF NEGRO FARM
OPERATORS OF SHELBY
COUNrY, TEXAS

JUNE, 1956*

Livestock
and
Poultn:

Full- Time
Operator
Value of
Prod. sold

Per Cent

Cattle

$ 3,480. 00

55.9

Market Hogs

1,475.84

Poultry
Total

*Source:

Part-Time
Operator
Value of
Prod. sold

t

Per Cent

1,940.00

43.1

23 . 1

1,740.52

38.7

1,360. 00

21.0

815. 90

16.2

6, 315.84

100.0

~b 42_6.42

100.0

Questionnaire data .

....

Data in Table
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fil

shows that cattle furnish the

greatest volume of income from livestock for all operators.
Although Shelby County has a fast growing dairy and broiler
production industry, very few Negro farm operators have
dairy enterprises or produce broildrs for the commercial
market.

Livestock and poultry products provide 11.8 per-

cent of the total farm income to full-time farmers and 8.4
per cent of the total farm income to part-time farmers.
Gross farm income.

Gross income to Negro farm

operators in the county was computed on the basis of income class, number and tenure of operators and percentage
distribution by classes.

Table VIII shows 45.8 per cent

of full-time operators falling into the income class 0-$ 1,199
as compared to 71.4 per cent of part-time operators in the
same class.

Full-time operators made up 33.3 per cent of

the $1,2OO-2,JOO class as compared to 28.6 per cent of parttime farmers in the same class.

Full-time operators showed

20.9 per cent in the $2,400-3,599 class with no part-time
operators in this class.

Apparently this disparity in

farm income may be attributed to a lack of resources necessary to profitable farm operation.
An analysis of t h e income characteristics of full. and part-time farmers i·n the area revealed that 100
t 1me
per cent of the full-time farmers received less than $1,199
from off-farm sources or an average of $402 • per family.
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Part-time farmers received an average of $1 ,JOO per family
from off-farm sources.

Full-time farmers received an

average of $1,337 from f a rm sources.

Part-time farmers

received an average of $874 from farm sources.

TABLE VIII
NUMBER AND PERCENTAGE DISTRIBUTION OF NEGRO FARM OPERATORS
IN SHELBY COUNTY, TEXAS , CLASSIFIED BY GROSS FARM
INCOME AND TENURE STATUS OF OPERATOR JUNE,
1956*

Number of
Full-Time
QEerators

Per Cent

Number of
Part-Time
012erators

Per Cent

11

45 . 8

40

71.4

1, 200- 2,499

$

33.3

16

28 . 6

2, 500- 3 , 599

5

20 . 9

56

100. 0

Income Class

$ 250-1,199

3, 600-4, 599

Total
*source :

-24

100.0

Questionnaire data.
In contrast, gross farm and non-farm income to full-

time farmers averaged $1,739 .

Part-time farmers averaged

$2 ,174 from the same sources .
This study is not Prop osed to set f 0 rth solutions
as to the causes of these differences in the income characteristics of the two gr oups . . Howeve r , due note should be
. . .
given to the significance
of the role that industry can play
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in providing full or part-time employment to members of
low income farm families.

Although a high level of in-

dustrial development may not provide a cure-all for the
ills of agriculture, it does increase the number of opportunities for adjust ment by increasing the income level of
farm families and strengthening their financial position

to the extent that they are in a better position to obtain
and use credit.
TABLE IX

NUMBER AND PERCENTAGE DISTRIBUTION OF NEGRO FARM
OPERATORS IN SHELBY COUNTY, TEXAS, CLASSIFIED
BY NON-FARM INCOME CLASS AND TENURE
STATUS OF OPERATOR JUNE, 1956*

Number of
Part-Time
012erators

Non-Far m
Income Class

Number of
Full-Time
QEerators

Per Cent

$ 0,000-1,199

24

100.0

14

25 . 0

35

62.9

2, 500- 4, 599

---------

7

12. 1

3,600-4,599

-----

1,200- 2, 499

Total

*Source :

100.0

24

Per Cent

---26

100. 0

Questionnaire data .
Capital investment .

Capital investment per farm in

land and buildin__gs, machinery
livestock owned by Negro farm

and equipment , and productive
operators in Shelby County
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was found to be low when compared to the average for the
Southwest Sandy Land Area of Texas and the United States
as a whole . 42
Full-time operators had a total capital investment
per farm of 49. 4 per cent of the Southwest Sandy Land Area
of Texas and 2.3 . J per cent of the United States as a
whole .

Part- time operators had a total capital investment

of J9 .l per cent of the Southwest Sandy Land Area of
Texas and 18 • .3 of tne United States as a whole.
Table X shows the results of these findings.
TABLE X
CAPITAL INVESTMENT PER FARM BY TENURE STATUS OF NEGRO FARM

OPERATORS OF SHELBY COUNTY, TEXAS JUNE, 1956* AS
COMPARED WITH THE SOUTHWEST SANDY LAND AREA OF
TEX.AS AND THE UNITED STATES, 1949 Jj
Value of Capital Investment

Tenure Status
of erator

Total
ollars

Land
and.

.

Machinery
and
. ment
rs

Productive
Livestock
ollars

Full-Time
Operator

$ 5,358

,.312

723

323

Part-Time
Operator

4,211

3,631

163

417

Southwest Sandy
Land Area, Texas

10,766

7,556

1,282

1,928

-

22,923

17,696

2,345

2, 882

United States

42 Ibid . , p. JS .
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*Source : Questionnaire data.
J/ Information
taken from BAE Bulletin, "Low Production
Farms . "
The greatest investment for both full-time and parttime farmers was in land and buildings .

Investment in

machinery and equipment was next , with the lowest investment for both groups in productive livestock.
The low capital investment per farm operated by
Negro farmers in the county, when compared to capital investment per farm of the Southwest Sandy Land Area of
Texas and the United States as a whole, does not me.a sure
accurately all the factors of production or managerial
effeciency involved in farming.

However , the situation

does present a challenge. • • • a need for further study.

Many farms are too small to fit the mechanized farming of
the present day.
unproductive.

Some of the soils on these f arms are

In some cases farmers are faced with a lack

of good land , lack of equipment , managerial skill and information , and adequate credit facilities suited to their
particular needs .
Use of credit resources .

Information taken from

questionnaire data revealed the credit practices used by
the $0 Negro farm families interviewed. Data was secured
• wh"1.c h credit is used by
on the four general areas 1.n
farmers:

(1) Credit for land purchase , (2) Buying machinery
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and equipment, (3) Paying operating costs, and (4) Buying
consumer goods .
Distribution _of credit .

~
v~

th e t ota1 group inter-

viewed, 16 farmers used credit for purchasing land.

Of

this group, 93.8 per cent used cormnercial banks as a
source of loans and 6.2 per cent used the Farmers Home
Administrations' operating loan.

Credit for paying

operating costs was used by 48 farmers with 47. 7 per cent
using commercial banks as a source of credit, 33 . 3 per
cent used merchants and dealers credit, 16. 7 per cent used
individuals and 2.3 per cent used Farmers Home Administration's operating loan.
Table XI shows the distribution of credit used
by Negro farm operators of Shelby County, the purpose for
which loans were used, amounts of credit used and source
of loans.
Data revealed that all farmers interviewed used
dealer credit for buying consumer goods .

Except for items

of food, clothing, feed, seed and fertilizer which were
bought on "store accounts" for 30 to 90 days, all 0ther
consumer goods were bought on ·. the installment plan with
regular weekly or monthly payments over a period of

1

to

3 years.
Interest rates fil!Q;. repayment periods.

Further

TABLE XI

PERCENTAGE DISTRIBUTION OF CREDIT USED BY NEGRO FARM OPERATORS OF SHELBY COUNTY,
TEXAS, CLASSIFIED BY NU?IBER OF OPERATORS PURPOSE OF LOANS
AMOUNT OF CREDIT USED AND SOURCE OF LOANS ,

JUNE, 1956*

Purpose of Loan

Land purchase
Machinery and
Equipment
Operating costs

'
'
'
'
'
'
'
t

'
'

All
Operators

16
16

48

t

Consumer use

'

80

' Amt.
'
of
'' Credit
''
'i l5ollars''
',. 5,400,

''
t

'
'
''

Percenta~e distributt~m. Q.( sa:~!:Ut l,Ua~g
'
'Comm. 'Merchants 1 IndiviNFLA 'PCA 'FHA' Bank • & Dealers ' duals
~

t

t

---- , ---

'

1

13 , 876 ' ----

'
''
t

---

15,360'' ----' ---

'

31,800'' ---- ' ---

'

'
'

'
'
', 6.2,' 93.s
'
'
'112.5'' ---'' 2.3 ''47.7
'' --- '' ---'
'
'
t

'
'
'
''
'·
'
'
'

'·

'
'

.:..·

J7 . 5
33 . 3
100. 0

...,;,,.,

...

__

'
''

''

16.7

'
'
'
'

*Source : Questionnaire data .
'JI Credit Balances Outstanding, June, 1956.
V,
\.,J
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analysis of the data showed the rates of interest paid
by farmers to lending agencies in the county and the

Table nr shows the

length of loan periods permitted.
results of these findings.

Interest rates on land purchase loans varied from

4 per cent to 7 per cent with commercial banks charging the
highest rate and the National Farm Loan Association charging the lowest rate.

Repayment period_s of 5 to

40

years

were available to farmers for land purchase loans with
commercial banks offering repayment period up to 5 years on
this type of loan; the shortest length of time for repayment of any of the credit agencies.

The Farmers Home

Administration offered up to 40 years; the longest length
of time for repayment on land purchase loans.
Interest rates on machinery and equipment loans
ranged from 5 per cent to 12 per cent with r~payment periods
of 1 to 7 years.

The Production Credit Association's

loans for equipment and machinery were set up for a 1 year
repayment period, with provision for extension.

Farmers

Home Administration loans for the same purpose provided for
repayment periods up to 7 years .

Loan repayment periods

on machinery and equipment loans from individuals had no
definite limit since farmers generally borrowed only a
part or small amount for down payments.
Loans for operating expenses had shorter repayment

TABLE XII
DISTRIBUTION OF INTEREST RATES CHARGED BY LENDING AGENCIES OF SHELBY COUNTY,
TEXAS TO NEGRO FARM OPERATORS , CLASSIFIED BY PURPOSE
OF LOAN AND LENGTH OF LOAN ,
JUNE , 1956

Pur,2.o_se of loan

Land purchase

t
'
'
'
'4%- 20 yr ' --' 4½%-40 yrs ' 7% -5 yrs
''
'
't
t
6%-l yr' 5?'o-l-7 yrs ' 8%-2 yrs
' 10%-2yrs
t
'
'
'
' 1C>%-lyr
' 6%-1 yr ' 5%-1-7 yrs ' 10%-lyr
'
''6%-1 yr'' 5%-1-7 yrs'' 10%-1-2 yrs 't 10%-2yrs
t

Machinery and
equipment

'
1

Operating costs
Consumer use

' Distribution of interest rates by len4ing a~encies in the county
and length of loan period
'
, Commer~*
,Merchant* ,
t
'
t_PCA*
, ci~l_ )3k .
,& dealer , Individuals*
' NFLA*
· '- FHA*
t

'

t

t

t

'

'

' 8-12%-Variable

1

, 8-12%-30-90 days

t

t

'10-12%-30-90 days

1.

Source:

Questionnaire data

2.

Data secured by interview with personnel of lending agencies in county:

VI
VI
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periods of 30 days to 9 months when made from individuals
with interest rates of 8 to 12 per cent.

Farmers Home

Administration's operating loans were available to farmers
at 5 per cent interest for repayment periods up to 7 years.
Loans for consumer goods were not available through
the National Farm Loan Association.

The Farmers Home Admini-

stration and Production Credit Association supplied this
type of credit to their clients only, in the amounts necessary to farm family living.

Interest rates and repayment

perio~s followed the general pattern as for operating credit.
Commercial banks, merchants and dealers aand individuals
were the chief source of consumer credit.

Merchants and

dealers carried the bulk of this type · of credit.

Interest

rates on this type of credit were usually 10 per cent
payable in regular installments with the principal.

Repay-

ment periods of 1 to 2 years was the usual limit for
consumer credit.
Seasonal distribution of credit~.

Table XIII

shows the seasonal distribution of credit used by Negro
f armers in the county.

Credl.·t for items of production, such

as seed, feed, fertilizer, machinery and equipment was concentrated in the spring months; usually at the beginning of
the cropping season.

The largest amount of credit was used

for fertilizer purchases .

The smallest amount was used

TABLE XIII

PERCENTAGE DISTRIBUTION OF CREDIT USED BY NEGRO FARI~ OPERATORS OF SHELBY
COUNTY, TEXAS, CLASSIFIED BY NUMBER OF OPERATORS, ITEMS
BOUGHT AND SEASONS USED,
JUNE, 1956

Items bought

PRODUCTION
Feed
'

Seed

'

t

t

t

t

t

t

t.

t

27

t

'

61

t

t,

'
'
t

t

76

Livestock purchases !

8

Fertilizer

Machinery &
equipment
Consumation
practice

CONSUMER GOODS
Household goods
Personal
Miscellaneous

Percentage distribution of credit used

'Number
, Farmers

'
'
'
'
'
'
'
'
'
'
'
t

18

-41
25
4

t

t

Fall

'

--

't --t

t
t

1

--'

'
'
'
't
' -'
' -' -'
'
~

Winter

t

t
t

't
I

'

'
'
't
'
'
'
'
'' .
'
'
'

t

l

'
'
'·
'
,,'

SEring ____

'

br

seasons
Summer

t

33.7

----------

-------

---32 . 2

----

t

'
'
'
'
'
'
'
t

t

'
'
''

---76.2

95.0

'
'
'
'

'

1.0
22 .5

---__ __

'

51.2

'
'

5. 0

,

VI
~

for livestock purchases.

5g
In the purchase of consumer goods,

the largest amount was used to purchase household appliances.
Most of these items were purchased in the summer months.
Credit for personal items made up the next greatest amount
of consumer used and the entire amount was used in the winter.
The data gathered from the questionnaire revealed the
following significant facts concerning the use of credit by
Negro farm operators in Shelby County:

(l} Of the 80 farmers

interviewed, all used credit to farm, (2) Commercial banks
were the source of 80 per cent of all the loans made to farm
operators, (3) The average amount of credit used per family
was $347 dollars annually, (4) The average length of term
for loans was 1 year, (5) Livestock and crop liens were the
chief collateral for securing loans, (6) Most credit was used
in the spring, (7) All farmers had loans come due in the fall,

(8) Farmers generally paid interest at the rate of 10 per
cent on loans, (9) The greatest percentage of credit used
in the order named was for fertilizer, seed, household goods,
feed, personal expenses, machinery and equipment, miscellaneous
items and livestock purchases, and (10) Only 2.5 per cent
of the total group interviewed kept farm and family records
for the year.

PART V

SUMMARY
This study 0£ the use 0£ credit resources by Negro
f arm operators in Shelby County, Texas, revealed that of
the 80 families interviewed, all used credit for farming and
family living.

The most common uses of credit were for land
purchases, buying machinery and equipment, paying operating
costs and buying consumer goods.

The greatest amount of

credit was used for consumer items.

Credit for operating

costs, machinery and equipment purchases and land purchase

was next in the order named.
Interest rates on purchases of consumer goods were
found to be higher and repayment terms shorter than for
other types of loans.

Interest rates and terms for operating

expenses and equipment and land purchases.
Operators made most of their loans in the spring for
operating costs and in the summer for consumer use.
Interest rates on these types of loans were relatively high,
10 to 12 per cent.

Commercial banks and merchants and

dealers were the chief sources of credit used by f armers.
Negro farm operators in Shelby County, Texas, both
full-time and part-time groups had avera ge gross incomes
of less than $2,500 per family.

Although the area is a

60
thriving broiler and dairy center, Negro farm operators,
both full-time and part-time receive $6.5 and 73.9 per cent
of their farm income respectively from the sale of cotton.
Less percentages of income to these groups are from the sale
of truck crops and livestock.
Of the SO farm families interviewed, 70 per cent
were part-time farmers and 30 per cent were full-time
farmers.

The average size of farms operated by both

groups was 59.2 acres.
Capital investment per farm of Negro operators,
when compared with the Southwest Sandy Land Area of Texas
was 49.7 and 39.1 for full-time operators and part-time
operators respectively.

When compared with the capital

investment per farm for the United States, capital investment per farm for full-time and part-time operators was
24.2 per cent and 19.3 per cent respectively.
Of the farm operators interviewed, 40 per cent were

55 to 64 years of age and 35 per cent were 45 to 54 years.
No operators were found in the 25 to 34 ag e group.
An analysis of the educational level of Ne ~ro farm
operators revealed that 80 per cent had 1 to S years of
elementary schooling, 17.5 per cent received 1 to 4 years
of high school training and 2 .5 per cent received 1 to 4
years of college training.
It may be statedbere as a broad premise that Negro
farm families in Shelby County fall largely in the category
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of low-income farmers.

They have not shared much in the

great advance of agricultural techniques or made wise and
profitable use of credit resources available to them.

Many operate small unproductive farms without adequate
equipment.

Capital investment per farm is low and the

amount of credit used for farming and family living is inadequate.
Any substantial reorganization of this group is
bound to be a long-term process .

Obviously, the greatest

need of Negro farm operators in the county is an opportunity
for greater earnings .
With better information, training, credit facilities
adaptable to their needs; sometimes more job opportunities
off the farm, these people may acheive a reasonably ~ood
living and thereby contribute a larger part to community
and national welfare.

PART VI
RECOMMENDATIONS
The principal credit problems of Negro farm families
in Shelby County, Texas appear to be in the need for and
the use of adequate amounts of long-term, low interest rate
credit to finance farming operations on a profitable ba sis.
Present credit policies of both government and privately
sponsored agencies make it difficult for this gr oup to
borrow money in the amounts and on terms needed for projecting their farming operations on a .larger scale.

In

many cases, a lack of sufficient security and operations
involving more risk than the lender can assume, make i t
impossible for credit in the amounts needed and terms desired to be extended to this group.
Low incomes among this group are in a l a r ge part
traceable to a lack of financial resources.

In many

instances sufficient capital would provide for effici ent
operations.
of credit.

In most cases capital is needed i n the form
To support such credit, guidance should be

given in management, and educational and technical assi s tance should be provided.
Despite the progress made by Government and pr i vate
lenders in aiding this group, a more organized approach i s
needed.

made:

To this end the following recommendations are
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(1) A concerted effort should be made to encourage
private and cooperative lenders to make more loans to enlarge ,
stock, equip, and develop farms of worthy operators.
(2) An education program designed to point out the
contributions that local banks and cooperative credit
agencies can make .
(J)

An expanded program for increasing the supply

of intermediate credit giving the farmer a longer use of
working capital .

(4) Provision for expanding the field of credit to
part-time farmers.
(5) Credit agencies should adopt as a standard of

measurement for farm credit applicants, character, integrity,
and ability.

APPENDIX

APPENDIX
Questionnaire:
I.

Family Economic Status

A.

Family Unit:
1.

Number in family_ Age of operator_

2.

Occupation: (Check one) (Farmer full-time
)
(Farmer part-time _)t (Professional worker-),
Industrial worker __ J
Education received : (College yrs. _), (High
school yrs._), (Elementary school yrs._),
(Farming Experience yrs. _J
Number in family at home __ Number at home up
to 18 yrs._ Number at home above 18 yrs. __
Number away from home receiving family support

6.
B.

Number away from home contributing to family
support _ _

Farm Oirmership Status:
(Owned by operator)

1.

Total acres in farm

2.

Number of acres bought (paid for)
Value$

---

---

c.

J.

Number of acres buying _____ Value$ ___

4.
5.

Number of acres inherited
Number of acres leased _ _ _ __

6.

Number of acres cash rented

7.

Number of acres share rented ---=Total$ - - -

Tenure Status of Operator ·•

Value$ _ __

(Check One)

D.

1.

Owner operator:
owned_)

(Owns and operates all l and

2.

Part-Owner Operator: (Operates all land owned
and rents additional acreage to f a rm_)

J.

Owner Operator-landlord: (Owns all l and
operated and rents acreag e to other s _ )

4.

Landlord:

(Rents out all land owned

---

Family Assets:
1.

Crops:
Sold

Value

Used at Home

Value

- - - - - - - $___

On hand Va lue
____ $___

Totals
2.

Livestock and Poultry:
Sold

Value

Used at home

Tota ls

J.

Machinery and Equipment:

Value

On hand

Value
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Kind

Amount

Value
$_ _ _ _ __

Total

4.

Farm Buildings:
Kind

Amount

Age

Value
$_ __

Total

5.

$'

Household Appliances:
Kind

A.mount

Value

Age

Tot al

$
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6.

Cash on Hand and in Bank:
Value
Cash _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ $_ __
Cash and share rent received
Bonds

----

-------------------------u. s. Postal Notes
--------Co11 e ct able debts and interest
Stock

---

Notes (Receiveable)
Secured mortgages and liens

Total

7.

Other Income Outside the Farm:

$

Value

Wages received for work done outside
the farm _____________ $___
Salaries (yearly earnings)
Commissions (earned as cash)
Gifts and inheritance
Other ________________
Total
GRAND TOTAL (ASSETS)
II.

Family Liabilities:

A.

Money Owed:

1.

(For land, buildings, improvements,
machinery, equipment, livestock,
operational and personal expenses).

Items Bought

Total Cost

Source of
Credit

Amount
Owed
$_ __
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Items Bought

Total Cost

Source of
Credit

Amount
Owed
$_ __

Total

$

Total

GRAND TOTAL (LIABILITIES)
III.

$ __

Family Credit Status:

A.

Credit Used by Families:
Items
Bought

Source of
Credit

Total

IV.

$

Amount
of Loan

Length
of Loan

Interest
Rate

Repayment
Schedule

$

Distribution of Credit by Seasons:
Items bought for credit:

Amt. Credit
Used in Fall

Items

Feed

( }

Seed

{ )

Fertilizer ( )

Livestock

(Check)

{ )

$

Amt. Credit Amt. Crdt. Amt. Cr dt .
Used in
Used in
Used i n
Winter
Spring
Summer
$_ _ _ _ $_ _ _ _ $_ __
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Machinery
and equip.

( )

Conservation
practices
( )
Taxes

v.

(

)

Hired Labor (

)

Pay-off
old debts

(

)

Other

(

)

General Information:
Family Credit Needs:

Yes No

1.

Do you use credit for farming and family living?

2.

What lending institutions do you use for your credit
needs? (List) _____ , _____ , - - -·- '

J.

Wha·t do you use , credit for most?

________

_________ ,(List)

How much credit do you usually use during the year?

$

____,

5.

What is the usual length of your loans?

6.

What type of security is generally used to secure
loans? (List) _ _ _ _ _ _ , _______ ,

7.

What seasons of the year do you need credit most?

a.

At what seasons do
, have loans come due?
, you generally

9.

What interest rates are usually charged on your loans?

10.

________ ______ ______

,

Do you keep records of farm-family expenses for the
year?
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